The Adwinistration’s Anti-inflation Profram of March 1380 | !

ON Muarch 14, the sdministration an-
nounced a new program clesigned. to
curb accelerating inflation. The pro-
gram has five major parts:

#* Reductions in Federal spending
and achievement of e balance:d
budset in fiscal year 1581.

® Restraints on credit, especially
consumer eredit.

* Intensified and expanded pey and
price monitorng,

» New measures to conserve energy,
prineipally the imposition of a
levy on imported oil.

* A renewed appeal te Congress for
prompt approval of pending legie-
lation designed to encourage pro-
ductivity and saving.

Full information sbout the program
was not avaiable when the Sumrver
went to press; the following paragraphs
sunlmariza the major fantures of the
Progremw. . '
Reduced spendinig and a belanced

1921 budget .

The adminisiretion proposed to re-
duce Fedatal outleys (unified budget
basis) $13-14 billicn in fiscal 1981 and
$2 billion in fiscal 1980. Information
about the reductions is incomplete, but
it is known that a reduction of $8.1
billion in 1951 iz planned in programs
such as genersl revepue sharing, wel-
fare relorm, snd mess transit capital
grants. Revenues are incressed $3.4
billion in 1681 by proposed legislation,
effective January 1, 1981, to withhold
15 percent of tazable interast and divi-
dends. The levy oo ¢il imports—eaflec-
tive March 15, 1980—adds sbout $3
biltion in 1980 and $10 billion in 1881.
The revisad budget estimales alzo re-
Hect upward revisions n ontlays due to
higher-than-expected inflation and in-
taresh retes as well as certain other
factors; upward revisions im receipts
also reflect higher inflation and stronger
economic activity. Owerall, a $10-13
billion. unified budget surplus is ex-
pected in 1981, and & 33637 hillion
deficit in 1980,

Cradit restriing

The Federal Reserve Board (FRB)
took saveral init-iaﬁveﬁ_ designed to

limit eredit-growth. (1) Under a Special
Credit Restraint Program, benks were
asked to limit the increase in loans this
vear {0 the =9 percent range. (2) Cer-
tain consvmer creditors, intluding is-
guers of gredit cerds and banks, are
required to deposit 15 parcent of their
increase in '‘covered consumer credit”
In non-interest bearing accounts held by
Federal Reserve hanks and certain
other Federal fnspcial agencies.
*Covered consumer credit” excludes
sutomehile credit, credit specifically
used to finance the purchase of house-
hold goods such as furpiture and appli-
ances, home improvement loans, and
marigage cradit. (3) A thrae-percentaga
point surchatze was added to the dis-

-gount rate for large banks that horrow

repeatediy et the dizcount window and
the marginal reserve requirement op
managed liabilities was rajsed from 8 to
10 percent. {4} Restrzints were placed
on the smount of eredit raised by large
nonmgmbar banks and steps were taken
to curk the expansion of assets of money
market mutuel funds.

The administration proposed reduc-
tioms in Federel loaps and loan gunran-
tees amounting to $4 billion in fisenl
1921, ond urged enactmant of o “credit
budget” to help control extension of
Federal lonns end loamn enarentees.

Monitoring pey and price stondoerds

The Council on Wage and Price Sta-
hility will intensifly and expand ita pay
and priee monitoring activity. A larger
vumber of companies will be ssked to
report price change information and
these reports will be reviewed mare
therpughly. Yeluntary pre-notification
of price increases will ba asked cn &
solective basis. The price puidelines
igsued lsst November, under which
most companies were #skad to hold
price increases to tha same rate as
107077, were confirmed.

The sdminisération accepted tha re-
visad pey stsmderds rscomrmended by
the Pey Advisory Committea. Thesa
standords permit pay increases rangiog

from, 7.5 percent to 9.5 percent for thaq
second year of the voluntary wage-price
program. The previous cailing hed baen ™
T percent. ‘
Energy conserpaiion §

The administration imposed & ovy ¢
on imported oil, effective March 15,
1980, This “‘gasoline conservation fee” 1
is #4.62 per boerrel vod is intended to
be shifted entirely to gasolme. Impovis
of gasoline are also subject to the lovy, 4
which is expected to incresse the retail ;
price of gasolina about 10 conts per,
gallon, effective May 156. According to
the administration, the divect effact of |
thiz increase will raise the Consumer
Price Index (CPI} ahout one-half per-™
centaga point, Jargely by June. Indireat .
effects will be felt az the inecrensed,
gasoline costs are passed on. Direct plus
the indivect effects are expected to g
increasy the CPI sbout thrae-fourths of
a perpentage point over the next year. 5

The oil import fee was impoezed by 4
adminietrative sction. However, the,
adrainistration intends to request legis-
lation replaring the fee with & new fax
on gesoline and diese] fnel, starting at
14 cents a gallon snd aotomatically
adjusted by changes in refiners’ {salasjy
prices. The existing 4 cents » gallon tax b
on gesoline would be repealed. .

Stato-by-atate targets for gasolin
consumption will be established. Th
overall target is 5X percent below the
avarsge ¢onsumption in 1979. Althkough.
the State targets are expected to hek;
achieved through volunéary compliance,
the President has the suthority to make™
the targets mandatory under legislation .
emaciad in 1979.

Renewed appeul for legisiation

The administration renewed its ap-
paal to Clongress to enact the Regzula- §
tory Reform Act and to speed passage
ot bills to cut regulation of banking
trucking, Tailroads, sod communice-
tions. Passage is also urged of & financial
institntions’ reform biil that phases outt
axisting ceilings that Jimit che interest
return o amall savers.




